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Little differences tell a big story at A&P. Our 
company's strength and continued growth stent 
from recognizing and adapting to our customers and 
their differences. In geography. In lifestyle and 
culture. In age and gender. 

We've responded in kind to these 
differences — tailoring the atmosphere and product 
mix of each of our stores to meet the unique 
requirements and perceptions of its local customer 
base. The result is a regional philosophy for a 
multi-regional food chain. A big story indeed. 
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To Our Shareholders: 


A mici continued upheaval and consolidation throughout 
. the retail food industry. A&P maintained its course 
of growth and profitability in IW. The company again 
achieved new highs in both sales and earnings as we completed 
our sixth consecutive year of improved results. 

Fi na ncial Per forma nee 

For the full 52-week fiscal year ended February 27. 1988. 
income before extraordinary credits rose 50% to $103.4 million 
or $2.71 per share from $69.0 million or SI.82 per share in 
the 53-week year ended February 28. 1 L )»S7, while sales were 
$9.5 billion, up 22% from $7.8 billion in the prior year. Net 
income for fiscal 1987 increased 9% to $103.4 million or $2.71 
per share, compared to $95.0 million or $2.50per share in fiscal 
1986. Tax carryforwards of $26.0 million or $.68 per share, 
were included in the 1986 fiscal year, while net income in 
1987 came entirely from operating results. 

Operations Review 

Fiscal 1987 was our first full year with the Waldbaums 
Food Mart and Shopwell Food Emporium acquisitions. 

Our objective for Waldbaums was to improve its efficiency 
and financial controls without altering the merchandising flair 
that has made it such a standout with New York area con¬ 
sumers. The year-end result of that strategy was a substantial 
contribution to corporate sales and earnings. 

The stores acquired in 1986 from Shopwell, Inc. were 
reorganized within A&P's Metro New York Group, with the 
upscale Food Emporium chain becoming a separate division. 
We successfully opened two new Food Emporiums, in Man¬ 
hattan and suburban New Canaan. Connecticut. Several 
Shopwell locations have been converted to A&P or 
Waldbaums, and conversions of the remaining Shopwell 
stores are planned in 1988. Substantial new store development 
and remodeling w ill follow in 1988 for our A&P, Food 
Emporium and Waldbaums operations, which combine to 
make us the market leader in the New York metropolitan area. 


The Waldbaums Food Mart stores in Connecticut and 
Massachusetts, combined with the A&P Northeast Group, 
will substantially improve our market presence in those areas. 

We continue to expand implementation of the Super 
Fresh type labor agreement. All of our stores in Philadelphia's 
Delaware Valley area, through Maryland and Virginia, are now 
operating under the Super Fresh name and Quality of Work 
Life incentive system. Recently, employees in our Raleigh. 
North Carolina division also ratified a Super Fresh contract, 
enabling us to convert stores there to the Super Fresh identity. 

With more than 200 of our stores operating under the 
Super Fresh name and labor agreement, we have reorganized 
our Philadelphia. Mid-Atlantic and Virginia operations into 
one unit. This provides an efficient base for the overall Super 
Fresh entity. 

In addition to those eastern seaboard regions, the Quality 
of Work Life program is also in place in our Kohl's subsidiary 
in Wisconsin and our A&P stores in Baton Rouge. Last year, 
we reached agreement w ith the union in Canada enabling us 
to open our first Super Fresh store in Kitchener. Ontario. 

During fiscal 1987. we completed the total integration 
of Dominion into our Canadian company. A&P Canada’s 
profits were slightly reduced as the result ol an extremely 
aggressive promotional program. 1 his was needed to counter 
the unusually intense competitive development in Ontario, 
and also to support the expanded A\P store network, enlarged 
bv the conversion of 47 Dominion stores over the past two 
years, and the launching in 1987 of 10 new stores and 10 
remodeled units. 

This ambitious program has resulted in 161 A&P stores 
in Ontario with a solid value image, and a 36-store Dominion 
group which emulates the trading style of Food Emporium 
in the U.S., with its upscale, cosmopolitan appeal. 4 he 
Dominion Stores group has now registered its third year ol 
increasing profits, and the combined Canadian entity main¬ 
tains its market leadership in < )ntarin. 

New store openings and remodelings fortified our already 
strong store network in Michigan In greater Detroit, where 
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the economy has improved and residential development is 
again on the upswing, we are positioning our operations to 
reap full .advantage as the situation progresses. 

In Wisconsin, our Kohl’s subsidiary again featured the 
best product variety, service and perishables merchandise 
in its trading areas, hut faced stiff competition from a number 
of low priced warehouse-style operators. In the latter part 
of the year, Kohl’s revised its merchandising with a strong 
promotional program. Rased on its early success, that program 
will continue throughout fiscal 198b. 

Our primary goal in the company's southern regions, 
hard-hit by the depressed oil and farm economies, was to mam- 
tain our presence in those markets in anticipation of eventual 
recovery. Again in 1988. our capital investment in those areas 
will be minimal, as we continue to monitor competitive 
activity and economic developments through the \*ear. 

Development Program 

Approximately S2(X) million will be spent throughout the 
organization on new store development, enlargements and 
remodelings in 1988, continuing our ongoing capital invest¬ 
ment plan. We will build 2h new stores and remodel or expand 
over KX) existing locations. 

T his program ensures the upgrading of our conventional 
supermarkets and continued development of our more 
specialized formats, including the upscale Future stores, the 
gourmet-oriented Food Emporiums and the more promotional 
Sav-A-Centers. It works hand-in-hand w ith our regionalized 
structure.giving us the versatility to trade in various areas w ith 
the appropriate store format, product varietv. service level 
and pricing philosophy. 

This year we are introducing “Master Choice," a new, 
premium private label brand, featuring imported products for 
exclusive sale in all of our stores. Improved private label 
variety, along with our ongoing national brand emphasis and 
commitment to outstanding perishables, will in time complete 
a powerful combination of first-rate stores featuring first- 
rate product variety. 



A&P enters fiscal 1988 w ith a strong balance sheet, sales 
leadership in our two most important markets, and a net profit 
rate that has improved beyond the industrv standard by virtue 
of more modern store facilities, a better product mix. and 
ongoing attention to the control of labor and overhead costs. 

Those strengths coupled with our carefullv planned 
capital development will continue to position us favorably 
in our key markets. And as always, we stand prepared to take 
advantage of opportunities to improve our marketshare and 
sales base as they may arise. 

In closing. I extend my thanks to our employees for their 
dedicated efforts, and our shareholders for their support, 
as we work to achieve continued growth and improvement 
in fiscal 1988. 



Chairman and Chief Executive Officer 
April 2b. 1988 
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F or The Great Atlantic A Pacific Tea Company. 1087 was a 

year of dramatic and selective store development. / he company 
continued on a path of rapid growth by concentrating efforts 
on the most promising areas of profit opportunity in each of our six major 
regions of operation — the Northeast, the New York metro area, the Mid- 
Atlantic states. the South, the Midwest, and Ontario. Canada. 


Northeastern Canada is an area of operations in which AN P now has 


significant coverage. Our presence there comprises two successful store 
chains: ANP Canada ami Dominion. 


Throughout the province of Ontario. A&P L anada represents one of 


the company 's most highly regarded and successful operations. Its reputation 


for service, quality and competitive pricing continues to attract a solid base 


of value-conscious consumers. 


The Dominion stores, acquired m 1085. enjoy a well-earned image 
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he Mid-Atlantic region is the domain of Super Fresh, an 
■ immensely popular chain offering a promotional, service- 

oriented customer appeal. 

The core of the Super Fresh concept is an involvement hy store 
personnel that fosters efficiency and customer sensitivity It is a concept with 
strong future growth potential. 

Super Fresh is home of the acclaimed Quality of Work Life program, 
an innovative labor agreement in which employees participate in store- 
level decisions and receive bonuses based on sales and productivity 
performance. The noticeable result of this program is an entrepreneurial 
environment that translates to high morale, outstanding customer service, 
and an atmosphere of neighborliness. 

The growth of Super Fresh stores continues to be impressive in 
the Mid-Atlantic states. New stores have opened in downtown Philadelphia. 



as well as in southern New Jersey. Pennsylvania 
and Delaware suburban areas. And the chain 
is now beginning to extend further 
southward, into Maryland. I irginia 
and North (. arolina. 

\ ' 


<> 
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T he company’s strongest presence is in the New York 

metropolitan area, where 180 AAR stores were joined in 1686 
by two acquisitions: the Shopwell/Food Emporium and 
Waldbaum \ chains. 

Food Emporium, our Manhattan-based gourmet formal, has captured 
an upscale customer segment by offering an exotic product mix and pleasant 
shopping atmosphere in tight urban environs. Following the lead of the 
highly successful 68th ct- Broadway opening. Food Emporiums will soon appear 
at 60th ct Broadway and other New York City locations. In the suburbs. 

New Canaan. Connecticut, was the site for a new store opening in 1687. 


The acquisition of the Food Emporium operation also included JO 


Shop well stores, which will be integrated into our New York operations through 
conversion to AAP. Food Emporium or Waldbaum's stores. 


We plan to intensify our ongoing search for new store locations m 



the fiercely competitive metro New York area. With 


Waldbaum's. AAP. and Food Emporium, we have 


a variety of approaches to appeal 


to the diversified customer base 


of the country 's largest market. 
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old's and quality have always been synonymous. In Wisconsin. 


takes on particular significance. Quality perishables and 


where food warehouse stores are prevalent. that relationship 


outstanding bakery and deli departments are the primary reason for Kohl's 
success...anil its turnaround in market share. 

The jewel in the Kohls crown is a new Sav-A-Center in West Allis. 
Wisconsin, that has established itself as the leading producer in the chain. 
The Sav-A-Center format allows Kohl's to build on its perishables reputation 
while challenging warehouse store competitors on price. 


In Michigan. 04 A&P stores show signs of broadened acceptance. 


Case in point: In the Detroit suburbs, two new A&PFuturestores and 
a new AAT Sav-A-Ccnter are showing such impressive results that additional 
stores are planned for the area. These two superstore prototypes are successful 


wherever they operate. The Futurestore features 



♦ 


a contemporary black-and-white decor and a 


quality assortment of 20.000 products. The 


Sav-A-Center s strong promotional 



service at warehouse store prices. 
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W aldbaum s is truly a New York tradition, renowned for its 

appeal to the cultural mix that is unique to the Big Apple. 
The I l >86 acquisition of the chain effectively combined 
the individual strengths of two companies: Waldbaum's merchandising focus 
and A&Ps business expertise in controls and systems. 

The result: synergistic growth. In early 1988. a 7b,OtIII-square-foot 
store in Middle Village. Queens, became a new Waldbaum 's. with the 
distinction of being the largest supermarket m New York City. And in the 
South Bronx, a 250.000-customer base awaits the opening of its own. 50.000- 
square-foot Super Waldbaum !v. More than five times the size of any other food 
market within miles, this store will be the first major supermarket to capitalize 
on the impending rebirth of the area. 

A second part of the Waldbaum 's acquisition is its subsidiary 
Food Mart operation, with broad appeal in the New England states. With 
a strong emphasis on one-stop shopping, this 36-store chain combines 

ires in the area to create a 



stronger overall presence for the 


company in the Northeast 


region of the country. 
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nside all of our stores — Dominion. Super Fresh. Foot! l.mponum. 
Kohl's. Wakihawn's. and AAP— constantly changing customer tastes 
require a constantly clutnyiny product mix. A&P continues to react 
quickly to consumer trends. 

One such trend: health-conscious people in a hurry. / heir demands 
are the reason lor our emphasis on seafood Iwith sales doublmy each year) 
and service meat departments, as well as self-service areas for salads, soups, 
and Fit) varieties of cheese. To f urther meet the needs of these customers. 


have doubled the space dedicated to prepared hot foods. And. with one-stop 
shopping a priority for most customers, we offer traffic-yeneranny products 
and services to such convenience shoppers as workiny women. I he.se include 
an on-premises bakery...a florist...postaye stamps...even travelers checks. 


The little differences in AAPs operating companies drive our 



marketing efforts. While capitalizing on the substantial 
impact of the corporate "We built a proud new feeling 


, theme. F)HH advertising and promotion 


will be regional, geared to the 


local customer base 


of each store chain. 
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Five-Year Summary of Selected Financial Data 


Income from Operations 
millions of dollars 
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Operating results 

Sales 

Income before 

$9.531.780 

S7.H34.85 1 ) 

$6,615,422 

S5,878,286 

55.222,013 

extraordinary 

credits 

103.443 

bojiio 

56.090 

50 ”74 

31.401 

Nei income 

103,443 

93,010 

88.2911 

215.774 

47.551 

Per share data 

Income before 






extraordinary 

credits 

2.71 

1.82 

1.48 

1.35 

.84 

Nei income 

2.71 

150 

2.33 

5.74 

1.27 

('ash di\ideruls 

.475 

.40 

.10 



Financial position 

Current assets 

945,663 

898.854 

756.594 

(■42.822 

654.266 

Current liabilities 

882.953 

805.436 

582.503 

472,5.10 

487,885 

Working capital 

62.710 

93.418 

174.091 

170.292 

166.381 

Current ratio 

1.07 

1.12 

1.30 

1.36 

1 ..34 

dotal assets 

2.243.174 

2.080.228 

1,6fe3.760 

1,363.101 

1.149,428 

Long-term debt 

Capital lease 

168.255 

198.209 

151.306 

84 .(>35 

106,152 

obligations 

225.695 

223.933 

196.360 

148.368 

153.031 

Equity 

Shareholders’ equity 

851.310 

755.718 

668 .688 

582.953 

375.789 

Book value per share 

22.32 

19.85 

17.63 

15.48 

10.02 

Weighted axerage shares 






outstanding 

Number of 

38.106,000 

38.017.000 

37.839.01X1 

17.599.000 

37458.000 

shareholders 

19,228 

20.717 

22 431 

24.748 

27.289 

Other 






Number of employees 
Number of stores at 

83,(XX) 

81.500 

60JXXJ 

53 .(HX) 

53 ;(XX) 

year end 
total store area 

1,183 

1.200 

1,045 

1.001 

l .022 

i square feet ) 

33,111,000 

32.8<M.(XX) 

27,64S.<KX) 

25.313.iXXi 

23.276.lXX) 


/' 
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Management's Discussion and Analysis 


Operating Results 


Keturn on Sales before 
Extraordinary Credits 
percentiiRes 



Fiscal 1987 Compared with 1986 

Sales for fiscal 1987 were $9.5 billion as compared with 57.8 billion in fiscal 1986, a 21./% 
increase. Average weekly sales per store for the period increased from 5 155.121 to $155,040 
for an increase of 14.7%. The increase in sales reflects the acquisitions ol Waldbaum. Inc. 
and Shopwell, Inc., the opening of new stores and the remodeling of existing stores. 

Gross margins as a percent of sales increased .9% over the prior year from 24.5% to 25.4% 
resulting primarily from cost reductions due to a more aggressive purchasing policy and 
a belter product mix. 

Store operating, general and administrative expense as a percent of sales increased to 22.9% 
for the current year from 22.5% for the prior year primarily due to the increased costs and 
expenses associated with store labor, employee benefits and occupancy costs. 

The increase in interest expense is due to the assumption of borrowings resulting from the 
acquisitions of Waldbaum, Inc. and Shopwell. Inc. The decrease in interest income is due 
primarily to the disposition of marketable securities to finance the Company s fiscal 1986 
acquisitions. 

Although the Company's effective tax rate decreased to 45.1)"*> in iiscal 1987 Irom 46.8’’.. in 
fiscal 1986. the provision for income taxes increased as a result of increased probability. 

Fiscal 1986 Compared with 1985 

Sales tor fiscal 1986 were 57.8 billion as compared with 56.6 billion in fiscal 1985. an 
18.4% increase. Average weekly sales per store for the period increased lrom 5118.266 
to 5155.121 for an increase of 14.4%. The increase in sales reflects the acquisitions ol 
Waldbaum, Inc. and Shopwell. Inc., the construction of new stores, the remodeling ol 
existing stores and 55 week results for fiscal 1986 as compared to 52 week results lor fiscal 
1985. This increase was partially offset by the closure of 75 stores including the fourth 
quarter sale of 21 Family Mart combination stores. 

Gross margins as a percent of sales increased .7% over the prior year Irom 25.85. to 24.:% 
resulting primarily from cost reductions due to a more aggressive purchasing policy. 

Store operating, general and administrative expense as a percent ot sales increased to 22..% 
for the current year from 22.0% for the prior year primarily due to increased costs and 
expenses associated with store labor ami store development programs. 

The increase in interest expense is due to the assumption ot borrowings resulting irom the 
acquisitions of Waldbaum, Inc. and Shopwell. Inc. 

Although the Company’s effective lax rate decreased to 46.85- in fiscal I486 Irom 48.6% in 
fiscal 1485, the provision for income taxes increased as a result of increased probability. 
This increase was partially offset by an extraordinary credit representing the utilization ot 
the Company’s U.S. Federal tax carryforwards. 

Fiscal 1985 Compared with 1984 

Sales for fiscal 1985 were 56.6 billion as compared with 55.9 billion in fiscal 1984. a 12.r»% 
increase. Average weekly sales per store for the period increased from 5112.955 to 5118,266 
for an increase of 4.7%. The increase in sales reflects the acquisition of Dominion during th 
first quarter of 1985, the construction of new stores and the remodeling of existing stores. 

Gross margins as a percent of sales increased .7% over the prior year Irom 25.1% to 25.8". 
resulting primarily from cost reductions due to a more aggressive purchasing policy 
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Management's Discussion and Analysis tcontinued} 


Store operating, general and administrative expense as a percent of sales increased to 22.1 V. 
for the current scar from 21.(> tor the prior sear primarily due to increased costs and 
expenses associated vsith remodeling and store development programs. 

The increase in interest income is attributable to the higher level ot interest hearing marketable 
securities. The increase in interest expense is due to borrowings associated with the acquisition 
of Dominion and additional capital leases 

The provision for income taxes increased as a result of increased profitability 1 he effect of 
the increase was partialis offset hv extraordinary credits representing the utilization of the 
Company's l.S. Federal net operating loss and investment tax credit carry lor wards. 


Liquidity and 
Capital Resources 


C'upilul KxjH'ndilurt's 
millions of dull hi s 


I‘he Company ended the liseal year with working capital of She million as compared with 
S92 million and S174 million at February 2b. 198" and February 22. 198b. respectively. The 
Company had cash and short-term investments aggregating S>4 million at the end of fiscal 
1987 as compared with Sh2 million and Sh9 million at the end of fiscal I98(> and fiscal 1982. 
respectively. I he Company also has in excess of Sr>(X) million in various available credit facilities. 

During fiscal 1987, the Company financed its capital expenditures, debt repayments and cash 
dividends through internally generated funds supplemented by external borrowings, The 
Company's Canadian subsidiary reduced commercial paper borrowings during the fiscal year 
from S4b million at February 28. 1987 to SI7 million at February 27. 1988. The Company’s 
domestic bank borrowings increased during the fiscal year from S7 million at February 28. 198 
to S42 million at February 27, 1988. Average outstanding domestic bank borrowings during 
fiscal 1987 were 821 million at an average interest rate of h.9’\,. 

The Company’s current cash resources, together with available credit facilities and income 
from operations, arc sufficient for the Company's capital expenditure program, debt retirements 
and dividend payments in fiscal 1988. 
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Statements of Consolidated Operations 


i Dollars m thous.ini.ls. except per share fitfuresi 

Fiscal 1487 

(52 weeks) 


Fiscal I4W. 

1 S.V weeks l 

Fiscal 1 WS 
|S? weeks) 

Sales 

S 9331.780 

8 7.834.859 

5 6.615.422 

Cost of merchandise sold 

7,112.915 


5.912.746 

5.043.440 

Gross run ruin 

2.418,865 


1.922.113 

1.371.982 

Store operating, general and administrative 
expense 

(2,183,498) 

t 

1.762,789) 

11.452.578) 

Income from operations 

235,367 


159.324 

119.404 

Interest expense 

(51.921) 


(47.822) 

(40,454) 

Interest income 

4,497 


175X18 

30.140 

Income before income taxes and 

extraordinary credits 

187,943 


129,410 

109,090 

Provision for income taxes 

(84,5001 


160.400) 

154.0001 

Income before extraordinary credits 

103.443 


60.010 

56.1 W0 

Extraordinary credit - utilization of 
tax carryforwards 

— 


26.IXKI 

52.21X1 

Net income 

8 103.443 

s 

94.010 

5 6S.2 l KI 

Per common share: 

Income before extraordinary credits 

8 2.71 

s 

1.H2 

S I.4K 

H x t rat ) rd i n a r y c red it u t i 1 iza t i on of 
tax carry lor wards 

— 


.6H 

.65 

Net income 

8 2.71 

s 

2.50 

S 2.55 

Statements of Consolidated Shareholders' Equity 

Fiscal I4H7 

i Dollars in thiviisiitfvK i weeks i 


1 (.Will 

• *• 1 weeks* 

1 tsL.ij !')S^> 

» 1 weeks! 

(amnion slock: 

Balance beginning of year 

8 38.068 

s 

37.939 

6 57,606 

Exercise of options 

75 


129 

ZH 


S 38,143 

s 

38.068 

% 57.959 

Capital surplus: 

Balance beginning of year 

S 427.432 

s 

424.166 

S 422.613 

Exercise of options and phantom 
share agreement 

3.129 


3.266 

1.533 


8 430.561 

s 

427.432 

8 424.166 

Cumulative translation adjustment: 

Balance beginning of year 

S (12,329) 

s 

i 16,1641 

8 (15.577) 

1 xehange adj usiment 

7.047 


5.654 

158(i i 


8 (5.282) 

s 

tl 2,529) 

8 (16.16.0 

Retained earnings: 

Balance beginning of year 

8 302,547 

s 

222.746 

8 138.249 

Net income 

103.443 


93.010 

K8.2 l KI 

Cash dividends 

(18.102) 


115.2091 

(3.7931 


8 387.888 

s 

M 12,547 

8 222. 7 46 


So- Notes !»>•< onst'livKilod \ uemei.il Statements on p;mes 11 i It r+ «u«;ti •! 
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Consolidated Balance Sheets 


I >oll;irs in tlnnisniuK • 

February 27. mu 

February > 

Assets 

Current assets: 

Cash and short-term investments 

S 54.444 

S 62.066 

Accounts receivable 

123.102 

93.522 

Inventories 

735.1 IK 

703.519 

Properties held for sale 

12.942 

19.082 

Prepaid expenses 

20.057 

20.663 

Total current assets 

945.663 

898.854 

Proper t v: 

Land 

71.714 

"2.7.34 

Buildings 

194.700 

174.995 

Equipment and leasehold improvements 

1.105.037 

939.814 

Total at cost 

1.371.451 

1.187.543 

Less accumulated depreciation and amortization 

(276.7061 

(214.145) 


1.094.745 

973.398 

Properly leased under capital leases 

187.639 

188.431 

Property net 

1.282.384 

1.161.829 

()ther assets 

15.127 

19.543 


52.243,174 

52.080.226 


Liabilities and Shareholders' Equity 


Current liabilities: 


Current portion of long-term debt 

S 57.586 

S 31.159 

Current portion of obligations under capital leases 

20.276 

19,291 

\eenunts payable 

479,075 

444.533 

Accrued salaries, wages and benefits 

132,603 

1 O').(165 

Accrued taxes 

60.660 

-'6.466 

()ther accruals 

132.753 

141.892 

Total current liabilities 

882.953 

805.436 

Long-term debt 

168.255 

196.2(8) 

Obligations under capital leases 

225.695 

223.933 

Deferred income taxes 

33,541 

13.455 

Other non-curroni liabilities 

81.420 

85.475 


Shareholders' equity: 

Preferred stock no par value: authorized — 
3 ,l X K i.( X K i shares: issued none 


( ommon stock SI par value: authorized — 
SO.IXKIJKK) shares: issued and outstanding— 


AK.I42,b4A and TSJMCybO shares, respectively 

38.143 

38.068 

Capital surplus 

430.561 

427,432 

Cumulative translation adjustment 

(5.2821 

112.326i 

Retained earnings 

387,888 

302.547 

Total shareholders* equity 

851.310 

S2.243.174 

' ".''I* 

S2.080.226 


Sec V m.’s |. • (its. I I in;»iK i ll Sl.HcmoUx «»n |t.i* v\ 1 ' ilir*»n *li 'I 
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Statements of Changes in Consolidated Financial Position 



Fiscal I9H7 

1 EH \ll 10K< t 

t iw'tii \*m 

1 1 )nll;irs in fhmis.inJs 1 

i52 weeks! 

• ■*! weeksi 

i > 2 w k s 1 

Source of funds: 

From operations: 

Income before extraordinary credits 

$ 103.443 

S 64,010 

S 56,040 

Expenses not requiring working capital: 
Depreciation and amortization 

143.530 

103,471 

8(1.341 

Charge in lieu of l LS. Federal 
income tax 


26,000 

32.2(1) 

Deferred income taxes 

16.500 

14.2001 

3.1 XX) 

Total working capital provided 
from operations 

263.473 

144.281 

171.631 

Decrease tincreasei in marketable securities 
and other investments 


254,350 

(4.4511 

Disposition of property 

12.024 

44,075 

12,152 

Proceeds from borrowings 

42.H5I 

10.405 

127.582 

Decrease (increase! in cumulative 
translation adjustment 

7.047 

3.834 

15861 

( )bligations under capital leases 

24,140 

2.1XK) 

13.330 

lotal 

350.4X5 

514,415 

344,658 

Disposition of funds: 

Acquisitions less working capital acquired: 
mb. and mf. S30A14 


337.415 

85.4. VI 

expenditures for property 

230.385 

163.234 

108.574 

Decrease in obligations under capital leases 

22.428 

42.282 

12.066 

Decrease in long-term debt 

70,805 

1238 

73,415 

Cash dividends 

18.102 

15.204 

3.743 

Property leased under capital leases 

24,140 

2,000 

43,3.10 

( Jfther. net 

15.283 

(7.7451 

14.242 

Total 

381,143 

545.118 

340,854 

Increase idecrea.se! in working capital 

(30,7081 

180,673) 

3,744 

Working capital - beginning of year 

43.418 

174.041 

170.242 

Working capital end of year 

S 62,710 

5 43.418 

5171.041 


Increase I decrease I in components 
of working capital: 


Cash and short-term investments 

$ (7.624) 

5 16.672) 

5 13,851) 

Aceoun ts rcccivable 

24,580 

I7,4()7 

14.585 

Inventories 

31,544 

126.802 

42,754 

Properties held for sale 

(6.140) 

4.444 

(8.117) 

Prepaid expenses 

(606) 

(721i 

13.401 


46,804 

142,260 

113,772 

Current portion of long-term debt 

Current portion of obligations under 

26.427 

1.083 

18.204 

capital leases 

485 

6,471 

(574) 

Accounts payable 

34.542 

112.488 

64,630 

Accrued expenses 

24,702 

38.524 

13.675 

Other accruals 

14.134) 

63,862 

4.038 


77.517 

22 1 433 

104,47 \ 

Increase (decrease) in working capital 

5 (30,708) 

5 180.6731 

5 3.744 


Svv ti» l'•MiMiliil.iiril Imaiicwl SutonuTlIs oil p.i-os 5 ^ liti• »ii • h 'I 
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Notes to Consolidated Financial Statements 


Summarv of Significant Fiscal Year I he Company's fiscal year ends on the last Saturday in February I iscal IDS 

Accounting Policies emled February 27. IDNN. fiscal lDSh ended February 2S. IDS 7 and fiscal 1DK? ended Februarv 

22. IDKh. Fiscal IDK7 and IDS? were comprised of ^2 weeks, while fiscal ID8h was comprised 
of Sd weeks. 

Common Stock As of February 27. I DM the principal shareholder id' the Company, 
Tengelmann VVarenhandelsgesellschalt i“Tengelmann“l. owned ?2.5".» of the Company's 
common stock. 

Principles of Consolidation l he consolidated financial statements include the accounts o! the 
Companv and all majority-owned subsidiaries. Minorit\ interest of Sib million and SI? million 
at February 27. 1 DM and Februarv 2S. IDS", respectively is included in the balance sheet caption 
“Other non-current liabilities*. 

Inventories Store inventories are valued principally at the lower of cost or market with cost 
determined under the retail method. All other inventories (primarily in warehouses and 
focxl processing facilities! are valued at the lower of cost or market with cost determined on 
a first-in. first-out basis. 

Properties Depreciation and amorti/ation arc provided on the straight-line basis oxer the 
estimated useful lives of the assets. Buildings are depreciated based on lives varying Irom 
twenty to fifty years and equipment based on lives varying from three to ten years Fquip- 
ment and real property leased under capital leases arc amortized oxer the li\cs of the 
respective leases. Properties designated lor sale have been classified as current assets. 

Pre-opening Costs * "''I s incurred in the opening of new stores are I in the v 

the cost is incurred. 

Income Taxes T he Company provides deterred income taxes in recognition ol timing 
differences between income for financial reporting ami income tax purposes. Investment tax 
credits arc amortized over the estimated useful lixes of the related assets. In December ol 1DK 
the Financial Accounting Standards Board issued Statement No. Dh. "Accounting lor Income 
Taxes** which establishes new accounting and reporting standards for the effects of income 
taxes. Additionally, the statement establishes new standards for the accounting lor the tax 
effects of acquisitions accounted for In the purchase method. The Companv is not required 
to adopt the statement; until 1D8D and may elect to restate prior year results in compliance with 
the statement. While the full impact of adopting the statement on the Company's financial 
statements is not determinable at this time, the Company’s deferred tax liabilities will be 
increased for differences in the lax and financial statement basis of assets and liabilities arising 
from certain acquisitions. 

Retirement Plans In fiscal P*K7. the Companv adopted Statement of Financial \ccouming 
Standards No. S7 “'Employers* Accounting for Pensions *. 1 he effect of this change was not 
material to the accompanying Consolidated I inancial Statements. 

Compensated Absences l he Company accrues for vested and non-vested vacation pax 
Liabilities for compensated absences of Shi million and S?S million at February 2*7. I DM 
and February 2<S. IDN7. respectively are included in the balance sheet caption Accrued 
salaries, wages and benefits ”. 

Earnings Per Share Net income per share is based on the weighted average number of common 
shares outstanding during the year. Stock options outstanding had no material effect on the 
computation id’ net income per share. 
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Notes to Consolidated Financial Statements 


Acquisitions 


Operations in 
Geographic Areas 


During the fourth quarter of 1786 the Company, as the general partner of a partnership, 
acquired an approximate 757. interest in Waldhaum. Inc. rWaldbaum "l for S277 million in 
cash. The shares of Waldhaum were purchased pursuant to a Stock Purchase Agreement 
on November 26. 1786 and a tender offer dated November 28. 1786 at S50 per share. Waldhaum 
operated 137 retail supermarkets in the New York, Connecticut and Massachusetts areas. 

In July, 1786 the Company acquired all of the outstanding shares of Shopwell. Inc, rShopwelUi 
for approximately S70 million in cash. Shopwell, located in the Metropolitan New York area, 
operated 53 retail supermarkets. 

The acquisitions of Waldhaum and Shopwell have been accounted for as purchases and. 
accordingly, the Company has allocated the purchase price to the assets acquired and 
liabilities assumed as follows: property, including property under capital leases 851 I million, 
long-term debt including capital lease obligations S144 million, net oilier non-current 
liabilities including S15 million minority interest 827 million. 

The results of operations of Waldhaum and Shopwell have been included in ihe consolidated 
results of the Company from the respective dates of acquisition. Pro forma sales, had the 
acquisitions been completed on February 24. 1785. would have been 87.470 million and 
S8.840 million for fiscal years 086and 1785. respectively. Pm forma net income and net income 
per share have been omitted, as the results of Waldhaum and Shopwell prior to ihc dates of 
acquisition would not materially affect the results as reported in the accompanying Statements 
of Consolidated Operations. Pro forma information is not necessarily indicative of the actual 
results that would have occurred, or the future operations of ihc combined companies. 

On April 27. 1785 the Company purchased from Dominion Stores Limited. 72 stores, 2 
warehouses and an office complex f Dominion '} located in die Province of ( hiiario for 
approximately Slid million. The acquisition has been accounted for as a purchase and. 
accordingly, the results of operations of Dominion are included in the Statements of 
Consolidated Operations from the date of acquisition. 

The Company has been engaged in the retail food business since 1857 and currently does 
business under the names AAP. Super f resh Family Mart. Kohl's. Waklhaum's. Shopwell. 
Food Emporium, Food Marl, Sa\ A-Center. Sun. I uturestore. Dominion and Compass I oods. 
Sales and revenues in the table below reflect sales to unaffiliated customers in the 1 anted 
States and Canada. 



Fiscal IW 

1 ihmI Wv 

1 t v al I'WsS 

1 1 )t>Hars in itiousaiulsi 

(52 weeks i 

i S V weeks! 

l>’ weeksi 

Sales: 




United States 

57.859.119 

56.178.519 

85, Ib3,857 

Canada 

1.672.681 

1.656,340 

1.4M .565 

Total 

59,531,780 

57,834.859 

86,615.422 

Income before income taxes and 




extraordinary credits: 
l nited States 

S 141.933 

5 80.559 

5 74.178 

Canada 

46.010 

48.851 

34.912 

Total 

5 187.943 

5 129.410 

5 109.1 Ml 

Assets: 




United Stales 

51,824.802 

SITTHI.OIO 

51.306.014 

Canada 

418.372 

380.21b 

3373*46 

Total 

52.243,174 

S2.OKO.22f> 

51.663,760 
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Notes to Consolidated Financial Statements 


Indebtedness Debt consists o-f: 


11 S'lliirs 10 ttu'U*wi»uU< 

February 

1 bru.n \ gs l v *s 

" • Senior Notes, due in annual installments of 

810.000 through October 1 1442 

S 50,(XX) 

S 61 ).< X K) 

Mortgages and Other Notes, interest rates ranging 
front C. to 14 1 > 1 . due 1488 through 21 >11 

116.119 

116.028 

Bank Borrowings at h.h \. and ft.!" ., respectively 

42,500 

6.7(H) 

Commercial Paper 

17,222 

44.640 


225,841 

227.368 

Less current portion 

(57,586) 

i31.159i 

Long-term debt 

SI 68,255 

S 196.21W 


fhc net book xalue of real estate pledged as collateral lor all mortgage loans amounted to 
approximate!) Sir*? million as of February 2”. NM, Bank borrowings of S2b.b million as 
ol February 27, l L >N!S are classified as non -current since it is the Company's intent to refinance 
on a long-term basis. 

I lie Compart) has a SIOO million revolving credit term loan agreement with banks enabling 
tlie Companx to borrow funds on a revolving basis until September I. 1 S)SV). Fhereafter. the 
Company may convert any outstanding borrowings into a 4-year term loan, repax able in equal 
semi-annual installments. In addition, the Companx maintains lines of credit with banks of 
approximate!) SUH) million. 

T he Company's Canadian subsidiary has a S7? million commercial paper program and a bank 
credit agreement whereby the Company, ai its option, max refinance its commercial paper 
borrowings with loans having maturities of up to ? years. \t February 27. P»KN SI".2 million 
of commercial paper borrowings arc classified as current. 

Pursuant to a prospectus dated June ?. 1487, the Companx max oiler from time to lime up to 
S2D0 million of debt securities at terms determined by market conditions at the time ol sale. 
In addition, during fiscal 1487 the Companx established a S2(K) million l .S. commercial 
paper program. I he Company did not borrow under these facilities during fiscal JUV. I he 
Companx is required to maintain available hank credit facilities sufficient to refinance 
borrowings under the commercial paper program. 

The Compam's loan agreements contain certain financial covenants including iimitaiions on 
the payment of cash dividends, the maintenance of minimum lewis of working capital and 
limitations on the incurrence of additional indebtedness and lease commitments. At Februarx 
27. 1488 approximately S238 million of retained earnings were free of the dixidend restrictions. 

Maturities lor the next fixe fiscal years are: 1488 — S?8 million; 1484 S21 million; 1440 

S2? million: 1441 - 822 million; bW2 S22 million. 
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Notes to Consolidated Financial Statements 


Lease Obligations 


Stock ()ptions 


The Company operates primarily in leased facilities. Lease terms generally range up to twenty- 
five years for store leases and thirty years for other leased facilities, with options to renew 
for additional periods. The majority of the leases contain escalation clauses relating to real 
estate tax increases, and certain of the store leases provide for increases in rentals when sales 
exceed specified levels. In addition, the Company leases some store equipment and trucks. 

The consolidated balance sheets include the following: 


< I )< 'll.irs ill llliuisnikls • 

Real property leased under capital leases 
equipment leased under capital leases 

Accumulated amortization 

February 27. 

5270.067 

30.628 

.w.w.s 

1122.0561 

SI 87.630 

IvhrmiK 7S |‘iS" 

5250.040 

41.315 

2M1,355 

1 102 31241 

5188.431 

Rent expense for operating leases consists of: 





\ iseul mi 

1 is» ii rwfi. 

1 is*, id 

1 X Whirs in llious.iiulvi 

n2 weeks) 

s \ week si 

• '2 week s i 

Minimum rentals 

5 95.203 

5 81.035 

5 67.836 

Contingent rentals 

9,949 

8.148 

6,611 


5105,152 

S KM.|S3 

S 74,447 

Minimum annual rentals for leases in effect at February 27 D8K arc shown m 

the table 

below. All amounts are exclusive of lease obli 

gat ions and sublease 

rentals applicable to 

facilities for which reserves have previously been established 



i Dollars in fhoiis.mJM 

( apilill l »■ 

;»ses 


t ise.il 

I iiuipmem 

Ke.il I'rojH i i\ 

1 )|iei;niM • I eases 

DSN 

S 1.0.011 

S 37.701 

5 02.01 > 

1989 

,6.30b 

37,3b 1 

86.186 

PM) 

4,85 b 

3b.534 

78.746 

mi 

3.100 

&£ v 

72,663 

1992 

Ml 

14.381 

65.202 

m3 and thereafter 

777 

285,737 

57'5,62l 


25,341 

4b7,25 1 

5070.523 


Less executory costs 


16.81 K) I 

Net minimum rentals 

25.341 

460.451 

Less interest portion 

(3.750 1 

1236,062) 

Present value of net minimum rentals 

5 21.582 

5224.380 


The Company lias a 1975 and a DM Stock Option Plan for its officers and key employees. 

As of February 23. 1985 all available options under the 1975 Stock Option Plan had been 
granted, of which 457,(XX) shares remain unexercised. I he DM Stock Option Plan provides 
for the granting of 1,500.000 shares, either as options or Stock Vppreciation Rights rSARV'i 
at exercise prices equal to the fair value of the C ompany's common stock on the date the 
option is granted. SAR's allow the optionee, in lieu of purchasing slock. u> receive cash in 
an amount equal to the excess of the fair market value of common stuck on the date <>| 
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Notes to Consolidated Financial Statements 


Stock ()piions exercise over the option price. Compensation expense relating to SARs of S million. 54 million 

Continued and 54 million was recorded during the fiscal sears W 7 . H8(i and lOSr. respeclixelv. A total- 

of 40.000 SARs were granted in fiscal NK7 

A summary of option transactions is as follows: 



Sf|.|fv-\ 

Unct7 K.ni.o. I 

Vr Sh.tn 

()ut standing February 22. 1488 

.S3(>,(>M 

S KM 

SI h.3" 

( j ranted 

351300 

21.50- 

24.75 

C'an eel led or expired 

*373001 

5.50- 

12.88 

( )ptions exercised 

112X.X811 

3.30 

15.12 

SARs exercised 

*27.454) 

3.50 

14 "5 

Outstanding February 28. ITS" 1 

1.014.320 

5.30- 

24.75 

(Tamed 

30.000 

42.48 - 

30.00 

Cancelled or expired 

140.7501 

21.30- 

.44.00 

( Jptions exercised 

174.0501 

5.30 

15.75 

SARs exercised 

100,3321 

5.50- 

21.50 

Outstanding February 27. OSS 

83X307 

8 3.30 - 

S30.1X) 

Exercisable at: 




February 28. 1487 

570.071 

S 5.50 

S 10.37 

February 27. 088 

543,0X0 

S 5.50- 

52435 


Litigation ()n March IS. L)H3, a judgment was entered In the Federal Court in Newark. New Jersey, and 

affirmed on December 2T 1484 by the Laird Circuit Court of Appeals, approx mg the settlement 
of an action brought b\ a former executive on behalf of himself and a class of participants in 
the Company's Employees* Retirement Plan. The action sought to present the termination 
of the plan and the distribution of the surplus assets to the Company. Pursuant to the settle¬ 
ment. the benefits to participants were increased at a cost of 530 million. On March 4 N85. 
a purported class action, entitled Rut hie l\pting. et til r. The Great Atlantic A Pacific 
Tea ('ttmpanw Inc .. et a!., was brought in the same Federal Court against the Company, 
members of its Board of Directors and of its Retirement Board, and the Commissioner of 
Internal Revenue. The plaintiffs are persons who claim to be former employees who were 
discharged prior to obtaining vested pension rights under the plan. The plaintiffs seek a 
declarators judgment, claiming that they were discharged under circumstances constituting a 
partial termination of the plan, thus entitling them to benefits under the plan as well as other 
relief. On January h. N8(>. the Federal Court conditionally dismissed this purported class action, 
ruling that the plaintiffs were within the settlement class. The court requested the Internal 
Revenue Service to review the issue of whether any partial terminations had occurred and to 
present its findings to the court for further determination if appropriate. ()n March 4. 1488. 
plaintiffs filed an appeal from the January 8, 1488 order. The appeal was dismissed for want of 
appellate jurisdiction by the C ourt of Appeals mi November 2*. 14,88 The appellate court's 
decision indicated that the Pplimi complaint remained alive pending resolution of the partial 
termination inquiry currently before the Internal Revenue Service. 

1 lie Company is also involved in various other claims, admimsiratisc agency proceedings 
and other lawsuits arising out of the normal conduct of its business. Although the ultimate 
outcome of the above legal proceedings cannot be predicted, the management of the Company 
helioses that resulting liability, if any, will not base a material effect upon the Company's 
financial position. 
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Notes to Consolidated Financial Statements 


Income faxes The provision for income taxes consisis of the following: 



Fiscal IW 

t IM\ll l»*M* 

1 iv .il 198S 

i Dollars in fhous.ttnis 

i >2 weeks* 

< s vweeks i 

1S2 weeks I 

Current: 

Federal 

$38,500 

S3M.MX) 

S37.-KX) 

Canadian 

18,500 

23.31X1 

10.300 

State and local 

11,(XX) 

2.H(KI 

2.HXI 


68,(XX) 

M.WXl 

MI,(X XI 

Deferred: 

Federal 

11,900 

18,300) 

i.VXXH 

Canadian 

4,MK) 

4,300 

(OHIO 


$84,500 

$60,400 

V\V.(XK) 


The Federal income tax provisions include a charge in lieu of Federal income lax of S26 
million and S 32 million for fiscal years I486 and 1983. respectively I hose a mini tils have 
been offset by tax carryforwards of equal amount, which are included as an extraordinary 
credit in the Statements of Consolidated Operations. The 1987 and 1986 provisions include 
S3 million and S4 million, respectively of amortization of investment tax credits. 1 he ( ompany 
has unamorlized investment lax credits of approximately SKI million for financial statcmcni 
pur pi >sos. 

I he deferred Federal income tax provision results from accelerated tax depreciation offset 
by expenses not yet deductible for tax purposes, principally related to insurance, closed store 
expenses, leasing and employee benefits. The deferred Canadian prov ision results from the 
excess of depreciation for tax purposes over amounts recorded lor financial statcmcni purposes, 
and from a provision for tax on the undistributed earnings of Canadian subsidiaries. Deferred 
taxes have noi been provided on approximately Sis million of undistributed earnings of the 
Canadian subsidiaries which are considered to he permanently invested 

A reconciliation of the Federal statutory income tax rate to the Company's effective tax 
rate is summarized as follows: 



l isc.ll l>tH7 

f isv .il l v kv> 

1 iw.il IMH-v 

Federal statutory income tax rate 

38.0% 

46.0% 

46.0% 

State income taxes less Federal tax benefit 

3.6 

1.2 

1.0 

Difference between statutory rate 

and Canadian effective rate 

3.0 

4.0 

1.5 

Depreciation attributable to 
excess cost over tax basis 

of certain assets 

1.8 

0.7 


Amortization of ITC 

11.6) 

<3.11, 


Capital gains 

— 

12.61 


Other, net 

0.2 

0.6 

0.1 

Effective income lax rate 

43.0% 

46.8% 

48.6% 


I he Company 's Chief Executive Officer has received payments from Tengelmann in 
accordance with a phantom stock agreement. I 'nder the terms of ihis agreement, the Company 
will recognize these payments as deductions for Federal income tax purposes, but based 
upon the facts and circumstances of the agreement, such pay merits do not represent compensa¬ 
tion expense for financial statement purposes. Accordingly, the income tax benefit resulting 
from the fiscal 19S" 7 and 1986 payments has been recorded as a credit of *>2.3 and S2.4 million, 
respectively, to the capital surplus of the Company. 


2H 

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 





Notes to Consolidated Financial Statements 


Retirement Plans 
and Benefits 


In February 1988 the Company adopted, retroactive to March 1. IMS . Statement dt Financial 
Accounting Standards No. 87 "Emplovers Accounting lor Pensions (SENS 8 i tor its defined 
benefit pension plans. Pension costs and the related disclosures lor liscal 1%"" were determined 
under the provisions of SPAS 87. Pension costs and the related disclosures tor prior years 
were determined under accounting principles previously in effect. 

The Com pane has a defined contribution Retirement Savings Plan under which an eligible 
participant mav contribute up to |(V\. of eligible salary, subject to certain statutory limitations. 
The Company contributes 4'\i of such salary, plus 80°,. of the participants initial 6"., contribu¬ 
tion. Participants become fully vested in the Company 's contribution after ? years oi service. 
The Company’s contributions charged to operations were S7 million in fiscal 1987. 1986 and 1985. 

In addition to the Company’s Retirement Savings Plan, the Company also maintains certain 
other defined contribution plans, primarily for its Waldbaum and Shopvvell subsidiaries. 
Participants contribute to these plans based on a percentage of eligible salary, and the Company 
contributes to such plans based on specified percentages of the participants’ eligible contribu¬ 
tions. The Company's contributions charged to operations in fiscal IMS' 7 for these plans 
were 81 million. The Company’s contributions for fiscal 198b were not significant. 


The Company also provides retirement benefits to certain non-union and some union employ - 

ccs under several defined benefit plans. Fiscal ]9s7 

: net pension cost for these pi 

ans consists 

of the following components: 



1 1 )• dluis in lh«mviiuKl 


Fiscal 14K7 

Service cost 


S 5,061 

Interest on projected benefit obligation 


10.402 

Actual return on plan assets 


i9,023) 

Net amortization and deferral 


12,832) 

Net pension cost 


S 3.608 

The Company’s defined benefit pension plans are ; 

Accounted for on a calendar year basis. 

Reconciliations of the funded status of these plans 

as of December 31. 1987 are 

as follows: 


Assets Exceed 

Accumulated 


Accumulated 

Rene lils 

• 1 )* »ll,irv m llHUiviiuki 

Benelux 

Exceed Assets 

Actuarial present value of: 



Vested benefit obligation 

5100,427 

S 14.892 

Accumulated benefit obligation 

5107,058 

S 16.214 

Projected benefit obligation 

SI 17.005 

5 19,048 

Plan marketable securities at fair value 

140.541 

2,294 

Excess 1 deficiency 1 of plan assets versus 



projected benefit obligation 

25.558 

116,754) 

Unrecognized net <gain I loss 

(5.682) 

(1,313) 

Prior service cost not yet recognized 



in net pension cost 

5.427 

— 

Unrecognized net transitional obligation \ asset) 

(21,547i 

5,572 

Pension asset tliability! 

S 1,686 

Si 12,495) 
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Notes to Consolidated Financial Statements 


Retirement Plans 
and Benefits 
Continual 


The benefit obligations were determined individually for each of the applicable plans using 
assumed discount rates ranging from K“«» to To and assumed long-term rates of compensation 
increases ranging from 5‘\» to h'\.. The assumed rates of return on plan assets ranged 
from 7t/i% to 

Net pension cost for fiscal HKb and NH5* was S3 million and S4 million, respectively. I he 
weighted average assumed rale of return used in determining the Januarv I. Nh7 actuarial 
present value of accumulated plan benefits was 

The Company also participates in various multi-employer union pension plans which are 
administered jointly by management and union representatives and which sponsor most full- 
time and certain part-time union employees who arc not covered In the Company's other 
pension plans. The cost of these plans approximated S3I. S24 and S22 million in fiscal 
14N7, IdJSb and IMS. respectively. The Company could, under certain circumstances, be liable 
for unfunded vested benefits or other costs of jointly administered union management plans. 

In addition to providing pension benefits, the Company provides contributory health and life 
benefits to approximately 1,300 employees who have elected early retirement. Benefits are paid 
until such time as the employee reaches age fv\ I he costs of retiree benefits, which arc not 
significant, are recognized as expense as claims are reported. 


Vt 
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Notes to Consolidated Financial Statements 


Summary of 
Quarterly Results 
( unaudited i 


I he folUusiiii! table summarizes the Company's resulis of operations In i|uarler lor liseal 19* 
and 198b. The first quarter of each fiscal year contains sixteen weeks and 1 he second and third 
quarters of each fiscal war contain twelve weeks. I he fourth quarter ol liseal 19* and 19*6 
contains twelve weeks and thirteen weeks, respective!y. 


1 Mlltfs W tfHMJVlIkk 

l'irs« 

Second 

Third 

Kuirth 

T.tal 

e\ci*pl l ,l ' r 4l.uv >» 

Quarter 

Quurier 

Quarter 

Quarter 

Year 

mi 

Sales 

$2,901.380 

S2.201.HX) 

S2.I96.157 

S2.233.143 

S9.531.780 

(iross m a rein 
income from 

730.154 

349.744 

366.454 

572,508 

2.418.865 

operations 

Income before 

69,402 

55.176 

53.897 

56,892 

233.367 

extraordinars credits 

30.368 

24 ..442 

23.461 

25,272 

103.443 

Net income 

30,368 

24 ..342 

23.461 

25.272 

103,443 


Per share data: 
Income: 

Re lore extraordi 


nars credits 

.80 

.64 

.61 

.66 

2.71 

Net income 

.80 

.64 

.61 

.66 

2.71 

C ash div idends 

.10 

.123 

.125 

.125 

.475 

Market price: 

High 

377* 

42% 

46>/4 

39% 


Low 

27% 

37% 

29*/ 4 

32'/: 


Number of stores at 

end of period: 

1.194 

1,193 

1.197 

1.183 


1986 

Sales 

S2.101.409 

SI .680.933 

S 1.706.314 

S2.343.703 

S7.834.859 

( iross tnarein 

512.734 

409.800 

422.687 

576,892 

1.922.113 

Income from 

operations 

41.794 

32.476 

34.444 

50.110 

159324 

Income before 

extraordinary credit 

18.98(i 

14.780 

14.345 

20.694 

69.010 

Net income 

28,686 

233*0 

22.245 

20.699 

93.010 

Per share data: 

Income: 

Before extraordi- 

nary credit 

.30 

3M 

3* 

.33 

1.82 

Net income 

.76 

.61 

.3* 

35 

2.30 

Cash dividends 

.10 

JO 

It) 

.10 

.40 

Market price: 

High 

257* 

271,4 

25 

297s 


Low 

21‘/4 

22'/4 

20 

22 1 


Number of stores at 

end of period: 

1.044 

1 .093 

1.0*7 

1.21X1 
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Management's Refiort on Financial Statements 


The management of The Great Atlantic \ Pacific Tea Company Inc. has prepared the 
consolidated financial statements and related financial data contained in this Annual Report. 

I he financial statements were prepared in accordance with generally accepted accounting 
principles appropriate to our business and. In necessity and circumstance include some 
amounts which were determined using managements best judgments and estimates with 
appropriate consideration to materiality. Management is responsible lor the integri.lv and 
objectivity o! the financial statements and other financial data included in this report. In meet 
this responsibility, management maintains a system of internal accounting controls to provide 
reasonable assurance that assets are safeguarded and that accounting' records arc reliable. 
Management supports a program of internal audits and internal accounting control reviews to 
provide assurance that the system is operating effectively. 

The Board of Directors pursues its responsibility for reported financial information through its 
Audit Review Committee. The Audit Review Committee meets periodically and. when 
appropriate, separately with management, internal auditors and the independent certified 
public accountants. Deloitte Haskins \ Sells, to review each of their respective activities. 




James Wood 

Chairman of (he Board of Directors 
and Chief Executive Officer 


I red Cor rad o 
l xeeutive \ ice President 
and ( hief f inancuil Offieei 


Opinion of Independent Certified Public Accountants 


To the Shareholders and Board of Directors of 1 he Great Atlantic \ Pacific lea Company. Inc.: 

We have examined the consolidated balance sheets of I he ( beat Atlantic \ Pacific Tea 
Company. Inc. and its subsidiary companies as of February 2". I98K and February 2b. Nb~ and 
the related statements of consolidated operations, shareholders* equity and changes in financial 
position for each of the three fiscal years in the period ended February 27. W8H. Our 
examinations were made in accordance with generally accepted auditing standards and. 
accordingly, included such tests of the accounting records anil such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the accompanying financial statements present fairly the financial position of 
the companies at February 27. 19SK and February 2b. Db7 and the results of their operations 
and the changes in their financial position for each of the three fiscal years in the period 
ended February 27. 10bb, in conformity w ith generally accepted accounting principles applied 
on a consistent basis. 




Hackensack. New Jersey 
April 20. 
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Shareholder Information 


Shareholders’ I quit) 
millions or dollars 



H.i H4 M5 HA K7 


Market Price per Share 
at Year Pud 
in dollars 


EXECl I IV! OFFICES 
Box 418 

2 Paragon Drive 
Morn vale, NJ 07645* 
Telephone (201) S7.V47tH \ 

TRANSFFR AGENT AND 
REGISTRAR 

American Stock Transfer Co. 
New York, New York 10005 

ANNE AL MEETING 
I he Annual Meeting of 
Shareholders will he held 
at 10:00 a.in. on Tuesday, 

July 12. 1488 at the Four 
Seasons Hotel. 200 Boy Is ton 
Streei. Boston. Massachu¬ 
setts. Shareholders are 
cordially invited to attend. 

FORM 10-k 

Copies of Form 10-K filed 
with the Securities and 
Exchange Commission will 
he provided to shareholders 
upon written request to the 
Secretary at the Executive 
Offices in Montvale. 

New Jersey. 



R.\ K4 85 Kf> *7 


u 


INDFPI NDI N T CERTIFIED 
PUBLIC ACCOUNTANTS 
Dekvine Haskins Sells 
411 Hackensack Avenue 
Hackensack, New Jersey 
07601 

SHARI HOLDER 
INQUIRIES. PUBLIC Al IONS 
AND ADDRESS CHANGES 
Shareholders, security ana¬ 
lysts, mem lie rs of the media 
and others interested in fur¬ 
ther information about I he 
Company arc invited to con¬ 
tact the Corporate Affairs 
Department at the Executive 
Offices in Montvale. 

New Jersey. 

Correspondence concerning 
address changes shim Id he 
directed to American Stock 
Transfer Company. 

New York. New York 10005. 

COMMON ST(X k 
Common stock of the Com¬ 
pany is listed and traded on 
the New York Exchange 
under the ticker symbol 
“(iAP" anti has unlisted lead¬ 
ing privileges on the Boston. 
M id west. Phi I ad e l f >h i a, 
Cincinnati, and Pacific 
Stock Exchanges. 
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